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STATE OF NEW HAMPSHIRE

PUBLIC UTILITIES COMMISSION

June 12, 2012 - 10:14 a.m.
Concord, New Hampshire

RE: DG 12-128

ENERGYNORTH NATURAL GAS, INC.,

d/b/a NATIONAL GRID NH:

Cast Iron/Bare Steel Replacement

Program Results.

PRESENT : Chairman Amy L. Ignatius, Presiding
Commissioner Michael D. Harrington
Sandy Deno, Clerk
APPEARANCES : Reptg. EnergyNorth Natural Gas, Inc.,

d/b/a National Grid NH:
Patrick H. Taylor, Esqg. (McLane, Graf.
Reptg. PUC Staff:

Alexander F. Speidel, Esq.
Randall Knepper, Director/Safety Division
Stephen Frink, Asst. Dir./Gas & Water Div.

Court Reporter: Steven E. Patnaude, LCR No.
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PROCEEDTING

CHAIRMAN IGNATIUS: Let's open the
hearing in DG 12-128, which is EnergyNorth Natural Gas,
doing business as National Grid New Hampshire. And,
presumably, to be doing business under a different name
soon to come, the Cast Iron/Bare Steel Replacement
Program. There are certain proposals that the Company has
made with calculations that, if approved as filed, would
increase residential heating customers 42 cents for a
customer using 1,250 therms per year, or a 0.03 percent
increase.

Let's take appearances please.

MR. TAYLOR: Patrick Taylor, from
McLane, Graf, Raulerson & Middleton, here today on behalf
of National Grid -- or, EnergyNorth Natural Gas, doing
business as National Grid New Hampshire. With me today
are Thomas Finneral and Mindy Rosen from the Company and
they will be providing testimony today.

CHAIRMAN IGNATIUS: Good morning.

MR. SPEIDEL: Good morning,
Commissioners. Alexander Speidel, on behalf of Staff. I
have with me Steve Frink, of the Gas & Water Division, and
also Randall Knepper, Director of the Safety Division.

CHAIRMAN IGNATIUS: Good morning. I see

{DG 12-128} {06-12-12}
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before us a couple of documents that are premarked as
"Exhibits 2" and "3". Is that for this morning-?

MS. DENO: Yes.

CHAIRMAN IGNATIUS: Good. Thank you.
So, are there any procedural matters to take up before we
begin with witnesses?

MR. SPEIDEL: Not necessarily. Would
you like to hear Staff's opinion regarding the Motion for
Confidential Treatment before or after witnesses?

CHAIRMAN IGNATIUS: Might as well take
it up now, why don't we. Thank you.

MR. SPEIDEL: Commissioners, Staff
supports the Motion for Confidential Treatment filed by
the Company.

CHAIRMAN IGNATIUS: All right. And, we
don't have any other parties here, so we don't have to be
concerned about others' access to 1t and any restrictions
that might be needed. All right. We will --

(Chairman Ignatius and Commissioner

Harrington conferring.)

CHAIRMAN IGNATIUS: All right. We will
grant the Motion for Confidential Treatment. Thank you
for reminding me, Mr. Speidel.

MR. SPEIDEL: Thank you.

{DG 12-128} {06-12-12}
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CHAIRMAN IGNATIUS: Mr. Taylor.

MR. TAYLOR: Thank you, Chairman. The
Company calls Thomas Finneral and Mindy Rosen to the
stand. And, while they're getting ready, I'll note that
the Company is going to mark three exhibits. Exhibit 1 is
the Company's May 15, 2012 filing in this case. I have
provided a copy to the Clerk. I can provide copies to the
Commission, if you wish, but it looks like you already
have them.

Exhibit 2 is a schedule illustrating the
CIBS-related revenue collections by fiscal year, which Ms.
Rosen will use to illustrate a revision and clarification
to the Company's filing. This exhibit was provided to
Staff as an attachment, Data Request Staff 1-4(B). And,
actually, I'm going to correct myself, that is actually
Attachment -- Exhibit 3. Sorry, I changed the order up.
But they're marked properly.

So, I'm sorry, Exhibit 2 is a Revised
Page 5 to Attachment C of the Company's filing, which
illustrates revised bill impacts that Ms. Rosen will
explain during her direct testimony. Exhibit 3 is the
schedule that I previously mentioned, illustrating the
CIBS-related revenue collections by fiscal year.

CHATIRMAN IGNATIUS: Thank you. 1Is there

{DG 12-128} ({06-12-12}
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[WITNESS PANEL: Finneral~Rosen]

any objection for these three being marked for

identification?

MR. SPEIDEL: No.
CHAIRMAN IGNATIUS: Thank you very much.
(The documents, as described, were
herewith marked as Exhibit 1, Exhibit 2,
and Exhibit 3, respectively, for
identification.)
CHAIRMAN IGNATIUS: Please proceed.
(Whereupon Thomas Finneral and
Mindy Rosen were duly sworn by the Court
Reporter.)
THOMAS FINNERAL, SWORN
MINDY ROSEN, SWORN

DIRECT EXAMINATION

BY MR. TAYLOR:

Q.

Mr. Finneral, please state your name and business
address for the record.

(Finneral) Thomas Finneral, 40 Sylvan Road, Waltham,
Mass.

By whom are you employed and what is your position with
the Company?

(Finneral) National Grid USA Service Company. I'm the

Program Manager within Gas Construction New England.

{DG 12-128} {06-12-12}
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[WITNESS PANEL: Finneral~Rosen]

And, what is your role in the matter presently before
the Commission?

(Finneral) I'm responsible for managing and tracking
the Cast Iron/Bare Steel Program for New Hampshire.
Mr. Finneral, the filing marked as "Exhibit 1" contains
joint testimony bearing your name. Was this testimony
prepared by you or under your direction?

(Finneral) Yes, 1t was.

Do you have any corrections or changes that you'd like
to make?

(Finneral) Yes. One correction. On Page 12 of the
testimony, Line Number 19, there's an extraneous
reference to "Attachment B". 1I'd like that stricken
from the record reference.

Subject to that correction --

CHATIRMAN IGNATIUS: I'm sorry. So,
would the sentence just be end with "2%.", and that final
citation be taken out?

WITNESS FINNERAL: Correct.

CHAIRMAN IGNATIUS: Thank you.

BY MR. TAYLOR:

Subject to that correction, is the testimony true and
correct to the best of your knowledge and belief?

(Finneral) Yes.

{DG 12-128} {06-12-12}
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[WITNESS PANEL: Finneral~Rosen]

Mr. Finneral, there's a report attached as "Attachment
A" to the joint testimony. Have you reviewed that
report?

(Finneral) Yes.

Okay. And, to the best of your knowledge and belief,
is the report true and accurate?

(Finneral) Yes, subject to clarification that Ms. Rosen
will explain.

Mr. Finneral, there's also a table provided as
"Attachment B" to the joint testimony. Did you prepare
that attachment?

(Finneral) Yes.

Do you have any corrections or changes to Attachment B
that you'd like to present at this time?

(Finneral) No.

Is Attachment B true and correct to the best of your
knowledge and belief?

(Finneral) Yes.

Mr. Finneral, you provide an overview of the CIBS
Program and its intended purpose in your joint
testimony, 1s that correct?

(Finneral) Yes.

What is the process briefly by which the Company

selects mains for replacement under the program?

{DG 12-128} {06-12-12}
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10
[WITNESS PANEL: Finneral~Rosen]

(Finneral) Our system integrity engineers will analyze
every segment of the cast iron/bare steel main within
New Hampshire and run it through an algorithm that will
generate a list of possible candidates based on the
risk. We'll then review the direct assessments on the
pipe conditions that we get back from the field, and
use that to generate an overall 1list of candidates.

The engineers will then prepare initial
designs and a very high-level estimate for the program,
and that gets submitted to the Staff. The Company then
sits down with Staff at a technical session and
evaluates each proposed project, and the Staff
generally makes recommendations on each project.

And, what does the Company do when it receives those
recommendations?

(Finneral) If necessary, we'll re-evaluate the projects
based on the feedback from Staff, and ultimately
choosing the Company's most prudent alternative. We
then finalize the designs. Construction will perform a
field walkdown of each project, generate a field
estimate based on the current contract pricing. Once
all the designs are finalized and the projects are
estimated, along with any expected carry over costs,

the Company assembles the final program scope and cost,

{DG 12-128} {06-12-12}
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11
[WITNESS PANEL: Finneral~Rosen]

we submit it to Staff for their review.

Mr. Finneral, after you initially met with Staff in
2011 to discuss the Fiscal Year 2012 CIBS Plan, did the
Staff provide comments on that plan to you?

(Finneral) Yes, they did.

Did you re-evaluate the Fiscal Year 2012 Program as a
result of Staff's comments?

(Finneral) Yes, we did. I believe there were three,
three projects they had recommended changing; I believe
we changed two of the projects.

And, the projects that were ultimately agreed upon by
the Company and Staff, those are shown on Attachment B?
(Finneral) Yes, they are.

Just briefly, could you provide and overview of those
projects?

(Finneral) Sure. As shown on Attachment B, the Company
had proposed 13 projects in total, three additional
projects --

(Court reporter interruption.)

BY THE WITNESS:

A.

(Finneral) Yes. Thirteen projects in total, with three
additional projects having Fiscal 2011 carry over costs
due to final restoration. The 13 projects totaled an

estimated 1.7 miles of main to be installed, with 72

{DG 12-128} ({06-12-12}
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12
[WITNESS PANEL: Finneral~Rosen]

nonplastic services. The overall estimated cost of the

program was $2,932,831.

BY MR. TAYLOR:

Q.

And, can you briefly describe the results of the Fiscal
Year 2012 Program as it was implemented?

(Finneral) Yes. The Company actually installed

1.56 miles of main, with 59 bare steel services
replaced, for a total cost of $2,678,223.

And, what accounts for the variance between the
estimated cost and the actual total cost to the
program?

(Finneral) The largest variance for the program is
driven by a project that we couldn't execute, Valley
Street, in Manchester. We had found out it was
recently resurfaced, and we could not permit the job.
This project was estimated at $296,637, for 775 feet of
main replacement.

So, that being the case, the actual installed mileage
and the cost for Fiscal Year 2012 were quite close to
the estimated numbers, correct?

(Finneral) Yes, they were. When you strip out the
Valley Street Project, the expenditure of $2,678,223 is
within 2 percent of the approved amount for the Fiscal

2012 Program.

{DG 12-128} {06-12-12}
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13
[WITNESS PANEL: Finneral~Rosen]

And, Mr. Finneral, what steps does the Company take to
control the costs of the CIBS Program?

(Finneral) In an effort to control contractor labor
costs, we recently went through an RFP process, where
we solicited pricing for a three year main and services
contracts, ultimately selecting the most competitive
bidder. In addition to that, the Company meets with
Staff to go over the proposed program, receive
feedback, with an outlook to identify the most prudent
alternative. The Company also controls direct
construction costs by exercising direct oversight of
all of the projects, utilizing construction
supervisors, a construction inspector, essentially, to
mitigate any changes to the project scope and to ensure
strict adherence to the unitized contract.

And, are there any factors related to costs in the CIBS
Program that are outside of the Company's control?
(Finneral) Yes. There's a few costs that are out of
the Company's control. The first is the final
restoration requirements, which are mandated by the
municipalities. Specifically, in the Cities of
Manchester, Concord, and Nashua, this particularly adds
approximately $60 to $100 per linear foot to the cost

of the projects.

{DG 12-128} ({06-12-12}
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14
[WITNESS PANEL: Finneral~Rosen]

Another uncontrollable cost are
degradation fees that are currently being imposed by
the Cities of Concord and Manchester. The fees are
assessed on the final restoration, which does include
the cutbacks of the trench. 1It's a varying fee
schedule based on the area disturbed. For example,
whether it's under pavement, in the sidewalk, or in the
shoulder of the road. But, typically, that adds
approximately $30 a linear foot to the cost of the
project, direct cost.

And, the Company is currently in the process of
challenging those fees, correct?

(Finneral) Yes. The Company has brought a suit against
the Cities of Concord and Manchester seeking an
injunction. The Company prevailed in a summary
judgment in the Concord matter. Oral arguments are
scheduled before the Supreme Court tomorrow, June 13th.
The Manchester litigation is on hold pending the
outcome of the Concord matter. And, the Company is
currently paying the fees under protest in Concord.
And, we're accruing the fees in the City of Manchester.
And, if the Company were to prevail in its litigation
would that have the likely effect of mitigating unit

costs in Concord and Manchester?

{DG 12-128} {06-12-12}
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15
[WITNESS PANEL: Finneral~Rosen]

(Finneral) In Concord and Manchester, yes, 1t would.
Thank you, Mr. Finneral. Mrs. Rosen, please state your
name and business address for the record.

(Rosen) Mindy Rosen, 40 Sylvan Road, Waltham,
Massachusetts.

By whom are you employed and what is your position with
the Company?

(Rosen) I'm Lead Financial Analyst, Revenue
Requirements, for National Grid USA Service Company.
And, what is your role in connection with the matter
currently before the Commission?

(Rosen) I have the responsibility to prepare the
revenue requirement associated with the Fiscal Year
2012 Cast Iron/Bare Steel Program. And, I've also
prepared Amendments C, D, and E -- or, excuse me,
Attachments C, D, and E to the joint testimony filed in
this matter.

Ms. Rosen, the filing marked as "Exhibit 1" contains
joint testimony bearing your name. Was this testimony
prepared by you or under your direction?

(Rosen) Yes.

Do you have any corrections or changes that you'd like
to make?

(Rosen) Yes. I have two corrections. First of all, on

{DG 12-128} {06-12-12}
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16
[WITNESS PANEL: Finneral~Rosen]

Attachment C, Page 3 of 5, the heading on that column
says "Estimate", it should say "Actual". So, it's
Column (d), should not say "Estimate" for fiscal '12.

I also have a clarification that I need to make to the
bill impacts on Page 5 of the revenue requirement,
Attachment C of the filing. A revised Page 5 has been
provided as "Exhibit 2". As explained in my testimony,
at Page 19, on Lines 3 through 6, the Company reduced
its fiscal 'l2 revenue requirement of $153,362 by
$98,794, to account for an overstatement in the
previous year's CIBS revenue requirement. This results
in a Fiscal 2012 incremental revenue requirement of
$54,568. Based on this, the Company's filing indicates
that the Company is seeking to increase in base rates
-— excuse me, an increase in base delivery rates of
$54,568.

However, the Company has subsequently
determined that that is not accurate. The Company has
designed rates which will actually result in a
reduction in annual revenues by $44,226. Please refer
to Exhibit 3. The cumulative amount charged in base
rates through Fiscal 2011 was "$1,001,352", as shown on
Line 6(b). In Fiscal 2012, the Company's revenue

requirement is shown in Column (c). The amount is made

{DG 12-128} ({06-12-12}







































































































